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PROCEEDTINGS

MR. VANDERGRIFF: Good morning. My name is
Victor Vandergriff, and I'm pleased to welcome you here
today to the meeting of the Board of the Department of
Motor Vehicles. I'm now calling the meeting for April 12,
2012 of the Board of the Texas Department of Motor
Vehicles to order, and I want to note for the record that
the public notice of this meeting, containing all items on
the agenda, was filed with the Office of Secretary of
State on April 4, 2012.

Before we begin today’'s meeting, please place
all cell phones and other communication devices in the
silent mode.

And if you wish to address the board during
today’s meeting, please complete a speaker’s card at the
registration table in the back of the room. To comment on
an agenda item, please complete a yellow card and identify
the agenda item. 1If it is not an agenda item, we will
take your comments up during the public portion of the
meeting.

And now I'd like to have a roll call, please,
of the board members.

Board Member Ingram?

MR. INGRAM: Present.

MR. VANDERGRIFF: Board Member Johnson?
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MS. JOHNSON: Present.

MR. VANDERGRIFF: Board Member Palacios?

MR. PALACIOS: Present.

MR. VANDERGRIFF: Board Member Walker?

MR. WALKER: Here.

MR. VANDERGRIFF: And let the record reflect
that I, Victor Vandergriff, am here as well. We do have a
quorum. Absent today are Board Members Rodriguez, Rush
and Ryan.

With that, I want to note for the audience that
we do have, I think, an unusual amount of folks here to
testify on one particular item, it is on agenda item
4.A.3, registered to speak or in support thereof and more
keep coming. Under these circumstances, because we have a
full house, we are going to change the order of our
meeting. We're going to take up first agenda item 5.F
which is the approval of specialty plates designs, Mr.
Randy Elliston, and then we’ll move to agenda item 4 and
proceed accordingly through that, and then come back after
that to items 2 and 3 in the interest of the crowd that’s
here for this item.

Mr. Elliston.

MR. ELLISTON: Good morning, Mr. Chairman and
members. My name is Randy Elliston. I'm the director of
the Vehicle Titles and Registration Division.

ON THE RECORD REPORTING
(512) 450-0342




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The state’s specialty plate vendor is
requesting approval of one specialty plate design, and the
Texas section of the American Water Works Association is
requesting approval of one non-vendor specialty plate
design to be administered by the Texas Higher Education
Board. Each plate design is included in your briefing
book; we also have both of them posted here on the easel
to your right.

These plate designs have passed legibility and
reflectivity testing and the designs are in compliance
with Texas Statute and any applicable contractual
requirements.

I request that you approve these plates for us
to move forward with production on them.

MR. VANDERGRIFF: 1I'd be pleased to entertain a
motion from the board.

MR. INGRAM: I move that we approve the plates
as designed.

MR. VANDERGRIFF: We have a motion from Mr.
Ingram. Do we have a second?

MS. JOHNSON: TI'l1l second it.

MR. VANDERGRIFF: A second from Ms. Johnson.
All those in favor, please raise your right hand in
support of the motion.

(A show of hands.)
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MR. VANDERGRIFF: All those opposed.

(A show of hands.)

MR. VANDERGRIFF: The motion carries three to
two with Board Members Walker, Ingram and Vandergriff
voting for it, and Board Members Palacios and Johnson
voting against it.

I failed to mention this earlier, and hopefully
this is an okay time to do this, but we do have under 5.C
board committee updates, and the Projects and Operations
Committee, I'm wondering since we did have a significant
amount of discussion this last week at that board
committee meeting on the specialty plates if it might be
an appropriate point for you, Mr. Walker, to update the
rest of the board as to what occurred at that. And Mr.
Elliston, please chime in as well.

MR. WALKER: Thank you, Mr. Chairman.

The Projects and Operations Committee met last
Friday, even though we forgot it was Good Friday, we’d
already scheduled the meeting so we went ahead and had it
on April 6 at the regional offices in Houston, Texas of
the Department of Motor Vehicles.

The first item on the agenda that we talked
about was the license plate standards. We had a robust
conversation for probably an hour and a half on this
particular item, and Mr. Elliston, the director of VTL
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spent numerous hours going over the statutes and rules to

come up with a more simplified version that we could use

as a guideline going forward for the agency so that we

have a clear understanding of what statute and what rules

require for us to use and the public to use, and our

private and specialty vendor also, the My Plates company.
So we got a clear understanding of that.

Each of you has been provided with a copy of
the new standard book here that we went over, and if
you’ll look, each one of you has what’s called License
Plate Specifications in front of you. There’s two copies
of it, one is the original copy and one of them is the
redline copy where we're making some changes to those that
the committee came up with at that time at that meeting.

What I would like to do is offer the
specification document to the board and the committee has
approved it and we would like to get the blessing of the
board to move forward and to use this as a living and
working document for the agency. I guess we could call
right now for a vote that the board accept this document.

Do we need a motion?

MR. INGRAM: TI’'ll make a motion that we accept
the document.

MS. JOHNSON: TI’'l1l second that.

MR. VANDERGRIFF: We have a motion to accept
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the License Plate Specifications as amended and presented
to us for April 12, 2012. That’s a motion from Director
Ingram, second from Director Johnson. Do we have any
questions, comments?

(No response.)

MR. VANDERGRIFF: All those in favor of
approving these specifications, please raise your right
hand.

(A show of hands.)

MR. VANDERGRIFF: All those opposed.

(No response.)

MR. VANDERGRIFF: The motion carries
unanimously of the board members present. Board members,
as we've noted, Rush, Ryan and Rodriguez are absent to day
as well.

I do want to note and thank very much the hard
work over many months that the department and My Plates
specialty vendor particularly have worked on this, and
appreciate Mr. Walker’s leadership and the committee. And
I know it was a challenge to meet on Good Friday but thank
you for the effort to move this forward.

MR. WALKER: Do you want me to give the full
committee report right now all the way through?

MR. VANDERGRIFF: Why don’t we reserve that for
later. 1Is that okay?
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MR. WALKER: That’s fine. I failed to make one
comment at the plate standards that we came up with is
that we have three Dbodies in the state. We have the
standard issue plate, and I'd like to report the standard
issue plate that has been accepted already by the board
the status of that. That plate is currently waiting to
go into production probably in July. The reason that we
are not in production on that on the new white plate
moving forward is because the inventory is still
sustainable till about that point in time. We didn’t want
to throw out any of the old license plates, so you'll see
the new plates coming out probably in July on cars you see
up and down the highway.

The other thing is that we have three types of
plates: the state-issued plate, the specialty plate
issued by the state, and the specialty by the third party
vendor that the state has which is the May Plates company.

On the state-issued specialty plate we made a change in
the specifications, and one of the reasons it was such a
long, drawn out meeting was that the statute requires --
it was finally debated as to whether or not the silhouette
would be required or not required because the statute says
that it may be excluded. And we had always taken
position that that means that it can or it cannot be on
there, but Chief Rodriguez took the approach that may be
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excluded means that it should be on the license plate in

the alpha-numeric patterning of the license plate, and so
the committee voted unanimously to exclude the silhouette
from the alpha-numeric portion of the license plate going
forward.

So the state will now not be able to use the
silhouette, the Texas silhouette in the corner of that
license plate will not be able to be used anymore on
specialty plates in the state for personalized plates
unless it is on the corner portions of the plate. You'll
see up in the corner right there the Texas flag on the
state silhouette there. We consider that to be graphic
artwork and design on the plate so it will still be
allowed in those positions but it will not be allowed on
the alpha-numeric portion on the region of interest number
one which is the primary view of the license plate.

And the reason that Member Rush wanted to
exclude that was because it allows us to have another
character in the license plate to use for alpha-numeric
coding, so it was the consensus of the committee to
exclude the silhouette going forward on all specialty
license plates. And I wanted to make sure that the board
knew that and that the public knew that.

Yes, ma’am.

MS. JOHNSON: For clarification, because
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obviously I've been in on one of those votes and it was
very confusing because we didn’t what to have to require
it, the may be got clarified in the first motion. Using
it in the alpha-numeric, I'm not sure that that was a
unanimous vote.

MR. WALKER: Yes, it is. It was unanimous and
it was clarified at the end that the silhouette is only
excluded from the alpha-numeric portion of the license
plate. It is still allowed in the graphic design of the
plate, such as those two plates that you right over there
that have the silhouette in them. Those are third party
plates from our third party vendor, and they're totally
excluded from everything because of the statute, but the
state specialty plate, we can still use the silhouette in
the graphics in the graphics, in the designs, it cannot be
in the alpha-numeric.

MR. ELLISTON: Again, Randy Elliston, director
of Vehicle Titles and Registration.

Currently, before this change was made, the
statute said that for specialty plates, whether they're
our state plate or our vendor plate, that the silhouette
may be omitted so it’s not required. It is required in
statute for our general issue plate, it’s required to be
in the plate pattern. On specialties it may be excluded,
and that's primarily for personalization and those kinds
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of things. But we left it optional for an individual if
they wanted to use it like they wanted to have 1-2, the
silhouette, and 3-4, they could do that. What this
requirement would be is that it be on all specialty
plates, whether they're state or vendor plates, the
silhouette would no longer be allowed in the primary
region of interest, or the plate pattern of the license
plate for specialty plates. So it would be exclude
totally, you would not be able to select it as an option;
if you chose to do so, it would no longer be an option.

MS. JOHNSON: So you couldn't do, for example,
I heart, the silhouette, Texas.

MR. ELLISTON: That’s correct.

MS. JOHNSON: I recall voting against that
because I thought that we should be able to use it.

MR. ELLISTON: So that’s where we're at today is
the silhouette is excluded. If this moves forward from
here, it would not be allowed to be used on specialty
plates in the plate pattern in the future.

MR. WALKER: I heart Texas could be there.

MS. JOHNSON: It could be.

MR. WALKER: But not the silhouette, I
silhouette Texas, Texas could not be there.

MS. JOHNSON: So they have to use some other
forms.
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MR. ELLISTON: And they could use a heart, a
dash, a comma, a period. There’s different things they
could do, it’s only specifically the silhouette that we're
taking out, and that will require us to do a rule
amendment because it's currently in rule, but we can get
that accomplished.

MS. JOHNSON: Thank you.

MR. WALKER: And one other thing I'd like to
bring up that we went over -- and I don’t know, is Steve
Farrar here from My Plates?

MR. VANDERGRIFF: I have not seen him.

MR. WALKER: Okay. The My Plates people have
worked very, very well with the department and the agency
here recently, and we cleaned up some license plates that
had gone through where the statute -- I guess we had
failed to pay closer attention to some of these plates
that have been approved, but the statute plainly states
that there will be no imagery in the alpha-numeric coding
of the plates to blur background for law enforcement so
that they can’t read one of the numbers because there’s
something in the background that might obscure that.

So I've got a list of plates here that you can
see that I can pass around, and I know that Laura was real
enthusiastic about how well the agency did in cooperation
with the My Plate people. We went back to all of the
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plates that had any kind of obstructions in the alpha-
numeric coding, we redesigned those plates so that all of
that has been taken out. So we think that pretty much
going forward that all of the plates that are approved and
out there will all be now back in specifications that is
required by the statutes. And that was one reason we
wanted to go get this set of rules and guidelines done so
that everybody going forward, the private vendor and the
state and the agency, all had a good clear understanding
of what is required on the license plates.

And I think that pretty much is my report on
the license plates.

MR. BRAY: If I may. Did you intend to just
deal with 5.F.1 and not F.27?

MR. VANDERGRIFF: My intent was to deal with
5.F.1 and 2.

MR. BRAY: I believe Mr. Elliston just
presented one to you.

MR. VANDERGRIFF: 1Instead of both plates up
there. You are correct. We took a motion on both.

MR. BRAY: I see.

MR. VANDERGRIFF: So we did take a motion on
both.

MR. INGRAM: My motion was on both.

MR. VANDERGRIFF: One other question while you
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are here. I remember that the board did get the two
questions with respect to the plates, correct, the answers
that General Counsel’s Office provided. I guess for the
board members, we did have questions and they came from --
he’s obviously not here today -- Board Member Rodriguez,
and that was just on where these plates complied with the
contract, so does anybody have any questions on those? I
thought those were good questions to ask.

MR. BRAY: And that was part of my point is
that F.2 is a contract plate, F.1 is not, is what Mr.
Elliston was pointing out earlier. F.1l is a department
specialty plate, not a My Plates plate.

MR. VANDERGRIFF: That’s what made me think
about it. So I think we'll make sure that the public, to
the extent that they have copies of that, so they
understand the questions that were asked there.

MR. WALKER: But both plates have been
approved.

MR. VANDERGRIFF: That’s correct, yes. So we're
talking about something historical, but still, just make
sure that’s available to the public.

Anything further on this, Mr. Walker?

MR. WALKER: Not on the plates, but that
doesn’t conclude my report.

MR. VANDERGRIFF: That’s correct. You will be
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getting additional air time here shortly.

MR. WALKER: Hold it. There is some more on
that while we're on the plates. The other thing that we
decided we needed to do was we have a contract with the
prison system and it was a concern of Ms. Ryan on the
committee, and the Chief also, that we go back to our
contract with the prison system to make sure that the
specifications in the contract meet the statutory
requirements. We don’t think that they don’t but we wanted
to review the statutory requirements to make sure that the
contract -- for example, we have to use a 3M product with
a seven-year reflectivity, and we wanted to make sure that
the contract specifies with the prison that they are using
a seven-year reflective 3M product.

Was there anything else on the contract that we
needed to look at specifically, Randy?

MR. ELLISTON: No, sir. Are you wanting a
report on that?

MR. WALKER: I don’t think we need a report on
it other than I just wanted to report to the board that we
are looking at that contract and that that came out in
that committee.

The other thing is that there is bar code, if
you'll notice, on the bottom of those license plates. The
bar code is not something that the State of Texas uses --
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well, it's not something the agency uses in anything that
we do, therefore, it’s not in our specifications, and I
think we were going to add that the bar code could be
allowed on the plate. The bar code is used by 3M people
and by the prison system. I think it may be something
they use in lining up their printing presses to make
those. So in order to allow that specific item to be on
the plate, we went back and added to the requirements that
the bar coding will be allowed; I think that we put that
back in the specifications.

And that is it on the license plates.

MR. VANDERGRIFF: Thank you.

MR. ELLISTON: And just if I can make one
clarification on the bar code issue, that is not in the
current documents you have there but we will be adding
that.

MS. JOHNSON: Mr. Walker, do we need to add a
comment about the only image that’s allowed in the middle
of the Texas plate now, or are we better off not
suggesting that.

MR. WALKER: We're not going to talk about
that.

MS. JOHNSON: Wrong school.

(General laughter.)

MR. VANDERGRIFF: Mr. Elliston, we're going to
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keep you up because we're going to move into item number
4, but before we do that, I have a number of cards here
and there are a couple that I am not sure what they're
talking about or which item they're on.

I'm not calling you up to speak, I just want to
ask for a second for clarification at this point. Shane
Rhodes, I'm assuming you're here on item 4.A.3, but you did
not identify that.

(Response from audience.)

MR. VANDERGRIFF: Thank you.

And Karen Phillips, you listed 4.A. Are you
wanting to speak on all of 4.A?

(Response from audience.)

MR. VANDERGRIFF: Okay, so 4.A.3.

And then I have two speakers that are on the
item, Ms. Phillips and the other is Mr. Russell Duncan.
Are you for or against the item?

(Response from audience.)

MR. VANDERGRIFF: On the item, okay.

Mr. Duncan, are you on the item?

(Response from audience.)

MR. VANDERGRIFF: So you're not going to take a
position for or against, you're just providing
information. All right. Thank you.

And then I just got one more card -- never
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mind, that one does identify who they are. Okay. Thank
you very much.

With that, we're going to move into item 4.A.1,
and Mr. Elliston.

MR. ELLISTON: Thank you, Mr. Chairman. Good
morning, board members. Again for the record, my name is
Randy Elliston, the director of the Vehicle Titles and
Registration Division for the Texas Department of Motor
Vehicles.

Before you today is our request for approval
for final adoption of amendments to Texas Administrative
Code, Title 43, Chapter 207, Section 207.2 through 207.5
which are necessary to clarify that certain types of motor
vehicle information are considered personal and therefore
confidential.

These amendments merely remove this information
from these sections as this information is being
simultaneously moved to Chapter 217 of the Vehicle Titles
and Registration new Subchapter F, Motor Vehicle Records
Information.

These proposed amendments were posted in the
Texas Register in accordance with the statute and no
comments were received from the public. Basically, this
just takes this information and moves it from one location
to another so it’s in an easier place when people are
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looking for information. It will be kind of where they
think it should be when they're looking for it. So this
is a deletion of this area and then I will ask you in a
moment to put it back in another place.

MS. JOHNSON: Mr. Chairman, I move to approve.

MR. INGRAM: Second.

MR. VANDERGRIFF: WE have a motion from
Director Johnson, a second from Director Ingram. Do we
have any discussion?

(No response.)

MR. VANDERGRIFF: Please raise your right hand
in support of the motion

(A show of hands.)

MR. VANDERGRIFF: The motion carries
unanimously of the board members present.

Mr. Elliston, you can continue.

MR. ELLISTON: Thank you.

The next item we have before you today is our
request for approval for final adoption of amendments to
Texas Administrative Code, Title 43, Chapter 217,
Subchapter F. The new Subchapter F reenacts the Motor
Vehicle Records Information that’s being simultaneously
deleted from Chapter 207 regarding public information.
The substance of Chapter 207 that is being reenacted in
new Subchapter F is unchanged except that the department
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no longer copies to tape. We copy to media and we will
accept current photo identification issued by the United
States, an additional identification of a United States
Department of State document.

These proposed amendments were posted in the
Texas Register in accordance with the statute and one
comment was received from the National Title Solutions
Form Committee of the American Financial Services
Association. It requested that its employees be able to
redact all information and any identification other than
the name and address. We do not recommend accepting the
suggestion as an ID presented in person is viewed but not
retained, and if the ID is mailed, it is then returned or
shredded. Therefore, we request your approval for this.

And let me kind of explain that. When people
come in to our office and want DPPA protected information,
they have to fill out a form, they have to provide
identification to us. They were asking to be able to
redact a good amount of that information off of their ID.

Since we're not retaining it and keeping it, we don't see

any reason to do that.

I ask for your approval.

MS. JOHNSON: Move to approve.

MR. VANDERGRIFF: We have a motion from
Director Johnson. Do we have a second?
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MR. PALACIOS: Second.

MR. VANDERGRIFF: Second from Director
Palacios. Any discussion?

(No response.)

MR. VANDERGRIFF: Please raise your right hand
in support of the motion.

(A show of hands.)

MR. VANDERGRIFF: The motion carries
unanimously.

We're now on to item 4.A.3.

MR. ELLISTON: Mr. Chairman and members, before
you today is our request for approval for final adoption
of amendments with certain changes to Texas Administrative
Code, Title 43, Chapter 217, Section 217.3 concerning
Motor Vehicle Certificates of Title, and Section 217.22
concerning Motor Vehicle Registration.

The amendments are necessary to comply with
requirements of House Bills 2017 and 2357 from the 82nd
legislative regular session in 2011 which authorizes the
department to require identification for titling, initial
registration services, and certified copies of titles.

These bills also create an alternative location
for titling and registration when a county has been
declared a disaster area. The amendments allow an
applicant to title and register a motor vehicle in a
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nearby unaffected county if the applicant’s county of
residence or the county in which the motor vehicle was
purchased or encumbered has been declared a disaster area
and the affected county tax assessor-collector estimates
that the county offices will be inoperable for a
protracted period.

As you know, this came about last session
because when you have a disaster, such as a hurricane, and
a tax assessor is overwhelmed, their offices may be
destroyed, they can’t do business, this allows an
adjoining county or a neighboring county or the closest
county that can perform the function to be able to pick up
that work from that county and assist them during that
disaster.

Also, this section states that an owner may not
apply for a title, initial registration or a certified
copy of title unless the applicant presents a current
photo identification of the owner containing a unique
identification number. The document may be a driver’s
license or state identification certificate issued by a
state or territory of the United States, a United States
or foreign passport, a United States military
identification card, a United States Department of
Homeland Security, United States Citizenship and
Immigration Services or United States Department of State
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identification document.

The forms of identification proposed for
acceptance were selected because they are readily
verifiable, contain information that’s maintained in
databases that’'s available to our employees and/or law
enforcement officials, are familiar to most of our
employees and agents, they contain security features that
are difficult to accurately duplicate and are more secure
because they are only issued on the presentation of
verifiable supporting documents.

We believe requiring identification will
position Texas to move to an effective electronic titling
system and will help protect the integrity of Texas titles
and motor vehicles ownership data, will deter fraudulent
title activities and will validate correct vehicle
ownership.

These proposed amendments were posted in the
Texas Register in accordance with the statute and six
comments were received from the public. One commenter was
concerned that if a dealer fails to bring the photocopy to
the county, it would take a toll on the business. Another
commenter stated an extra copy of the driver’s license
would economically impact her business. One commenter
stated that requiring identification would affect his
business and revenue to the state and he asked that a
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Matricula Consular’s card also be accepted. An individual
commented that foreign passports should not be accepted
for identification purposes because they do not prove that
a customer is a resident of the state and circumvents
immigration statutes. The Texas Automobile Dealers
Association and Texas Independent Automobile Dealers
Association commented regarding the definition of owner.
The associations do not read the statutes as requiring
dealers to submit identification for their customers.

After reviewing the comments and working with
the Texas Automobile Dealers Association and Texas
Independent Automobile Dealers Association, the agency has
incorporated several changes to the rules for your
consideration this morning.

The first one is to include an implementation
ate of August 1 of 2012 for title and initial registration
transactions but not for certified copies of original
titles. This will allow for the reprogramming of existing
forms and provide up to an additional 60 days that a
person may have to file for title requiring ID, and
basically it would go in the effective date or be a 30-day
period and then you’d have about another 60 days before it
would be put into effect.

Also, the second change is a motor vehicle
dealer licensed by the department would be required to
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keep a photocopy of the identification in its sales files
and submit the identification number to the county. As we
spoke with the associations, it was important to them that
they not have to transport these identifications back and
forth to the county and it could cause them some concern
about getting the deal pushed through.

So this was one that we agreed to ask for your
consideration that they be allowed to accept the photo ID,
make a copy of it, put it in their sales jacket which by
rule they're required to keep that information for about
four years, and then on the 130-U, which is an application
for title, they'd be required to enter the unique
identification number on that document and check a box
saying that they had seen identification.

The third request for change is in regards to
current ID, and current being defined as within 60 days of
the expiration date. There was some concern that a lot of
times somebody might come in, their driver’s license would
be expired for a few days, they wouldn't be able to
conduct this business. All the IDs that we're looking at,
60 days is no concern for us. If we're looking at a
database it’s still going to be there, that’s not a
concern. So we would readily accept changing the
definition of current to allowing an additional 60 days
past expiration.
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MR. WALKER: Sixty days? I'm sorry.

MR. ELLISTON: Sixty days, yes, sir.

Regarding CCOs, 1if a dealer was requesting a
CCO, they would still be required to present ID or
photocopy at the time that they were trying to obtain a
CCO, so it would not apply to that.

Another change is that there would be no
requirement for a motor vehicle dealer to verify the
authenticity of the document. There was concern by the
associations that they would be held to some standard of
someone comes in and looks at their files later and they
go: Hey, this wasn't a good ID, you shouldn’t have
accepted this one. In working with the associations, as
long it’'s one of these documents, it appears to be one of
these documents, then you can accept that document.

We believe that the agency has worked
diligently with all interested parties regarding this
rule. We note there are some that don’t necessarily agree
with everything we've asked for, but we request approval
of the rules with the changes as previously discussed.
And I'm sure you have some other folks that want to speak.

MR. INGRAM: I have a question real quick.

MR. ELLISTON: Yes, sir.

MR. INGRAM: On page 9 of your newly amended
rules.
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MR. ELLISTON: I'm glad you brought that up.
There’s one other thing I wanted to clarify. There was
one typographical error on page 9 where it says after
August 1 of 2013. That’s a typo; it should be as of
August of 2012. It is 2012 in the original document, and
when this new language was drafted, inadvertently that’s a
typo there, so that should be 2012, and we would ask to
make that change.

MR. WALKER: I'd like to make a motion to
accept the amended version of the rule.

MR. VANDERGRIFF: This is the amended version
that we're talking about, the one that’s the handout
version that’s in our book?

MR. WALKER: Yes, sir.

MS. JOHNSON: Do you need more clarification?
For the general counsel, do you need that to be specific,
because I've got some notes on what the motion would be if
the changes need to be identified.

MR. BRAY: First of all, yes, ma'am. Second of
all, he's on the record so I think we can incorporate
that. And third, if you're going to hear from the public,
it’'s better to do it before a motion.

MR. VANDERGRIFE: I would agree, and we've got
a number of people here to speak.

MR. WALKER: Would you like me to withdraw my
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motion?

MR. VANDERGRIFF: Please, at this point.

MR. WALKER: TI’'ll withdraw.

MR. VANDERGRIFF: But I do think it'’s
appropriate before Mr. Elliston leaves that we open it for
questions. I mean, obviously we can bring him back up,
but questions that you may have of him at this time.

MR. WALKER: I have a question for counsel, if
you don’t mind.

MR. VANDERGRIFF: Sure.

MR. WALKER: If we're amending the adoption of
the rule here, do we need to repost it, or can we just
amend it here and accept it?

MR. BRAY: Reposting is required when you're
making significant amendments that would affect either new
parties or affect existing parties in a more significant
way. 1 don't see the amendments that you were talking
about here to fit that category.

MR. WALKER: So we will not need to repost.

MR. BRAY: I don’t believe so.

MR. INGRAM: One of the items that I noted is
that the division has ascertained that there’s no fiscal
impact from these rules. Is that correct?

MR. ELLISTON: I believe that's correct, vyes,
sir.
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MR. INGRAM: Was there a fiscal impact on
either of those two bills, 2017 or 2357? Was there a
fiscal impact when those passed the legislature?

MR. ELLISTON: Those were very large bills.

I'm sure there was fiscal notes that were done on that but
I don’t have that information here in front of me.

MR. KUNTZ: Jeremiah Kuntz, director of
Government and Strategic Communications.

I am aware that there was a fiscal note on that
bill. I will have to look at the fiscal note to see if
any of that fiscal note was specifically associated with
those provisions relating to an ID requirement. I don’t
recall any but I'll verify it right now.

MR. VANDERGRIFF: Can I ask you to go in with
some specificity, if you would, the reasons and needs for
the ID requirement in the proposal before the board here
today?

MR. ELLISTON: Yes, sir. The first item that
I'd talk about is our attempt to move to e-titling. And
I'm going to ask Monica Blackwell to come up for just a
moment and let her explain that piece to you because she’s
a lot more adept than I am on that subject.

MR. VANDERGRIFF: And if I could ask Ms.
Blackwell before she identifies herself for the record or
right after you do that, would you also make sure and
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explain to the board what your position is, how long
you've been working on this project and your role in that
regard.

MS. BLACKWELL: Yes, sir. My name is Monica
Blackwell. I am the director of Title Services at Vehicle
Titles and Registration Division. TI've been with the
department for 29 years and started working as chief of
Titles in 2005. Shortly after that, around 2007, the
department started exploring our new system, Vision 21, I
believe everyone is familiar with. A component part of
that was to create a true electronic titling system, and
by that I mean a paperless method to transfer ownership of
vehicles.

One of the most difficult parts of this is
obtaining approval from the National Highway Traffic
Safety Administration, NHTSA, to obtain permission to use
an alternate method to their requirement for an original
handwritten signature on odometer requirements. This was
something that we began working on in about 2007, looking
and researching and determining what method would work for
us. At the time that we started our position and
research, there was only one state that had submitted one.

It was the State of Virginia and they chose a personal
identification number, a PIN. We did not feel that as a
feasible method for Texas because of the number of
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registrants. Trying to manage 22 million PINs did not
seem reasonable for us at the time. We looked at several
different items and determined that our best method at the
time was to verify who that individual was in a secure
manner by using a U.S. Government issued driver’s license
or identification.

We submitted our petition to NHTSA in April of
2009. Our petition requested that we would enter an
individual’s driver’s license number, the security code
that runs up the side of the driver’s license number and
the date of birth. NHTSA reviewed our petition and in May
of 2010 they approved our method and it was posted in the
Federal Register. Everyone was given a comment period in
the Federal Register at the time that we submitted our
petition to NHTSA. We sent out list serve notices to
every county tax assessor-collector at the time and all of
our industry partners, and we actually asked that they go
out to the site, look at this petition and submit
comments. We were very excited when it was approved by
NHTSA.

MR. VANDERGRIFF: So are you saying you asked
for comments before its approval by NHTSA, or shortly
after you got this from NHTSA?

MS. BLACKWELL: We discussed the petition with
several entities before it was submitted to NHTSA, but
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after we had submitted it to NHTSA and it was received by
them and they opened up a comment period, we sent out that
information to everyone and we gave them a link to this
information and asked that they submit comments to NHTSA.

MR. VANDERGRIFF: Both before and after the
petition came back from NHTSA with their approval, did you
receive any written comments form anybody or any
association or any group or individuals or tax assessor-
collectors?

MS. BLACKWELL: We did not receive any to NHTSA
that I am aware of. We did receive two comments. One was
from the State of Alabama requesting that NHTSA approve
our method and extend it to every other Jjurisdiction so
that they would not have to petition individually. And I
apologize, there was one other comment, I'm sorry, I'm not
certain who that came from.

MR. VANDERGRIFF: But you did reach out to
industry partners.

MS. BLACKWELL: Yes, we did.

MR. VANDERGRIFF: 1In the State of Texas.

MS. BLACKWELL: Yes, sir.

MR. VANDERGRIFF: Go ahead. I'm sorry.

MS. BLACKWELL: So as a result, we also within
House Bill 2357, we included a new Subchapter I in Chapter
501 which is the Certificate of Title. This is our
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electronic titling chapter. We worked with the general
counsel’s office. At that time we were still TxDOT, but
some of those same individuals are still with us or came
with us to DMV, and they created a new chapter that would
allow the department to process electronic titling.

Also, throughout all of House Bill 2357, we
changed the language in Chapter 501 to allow for the
department to do this. By that I mean we changed the
definition of a certificate of title to incorporate
electronic titling. We did receive some comments and
concerns on some of that. I know specifically TADA
submitted some comments. We did make some adjustments
towards that, but overall, that portion was received very
well.

I'm going to back up just a little bit. I'm
sorry. In 2010 the American Association of Motor Vehicle
Administrators, which is AAMVA, began an e-titling working
group. There are currently 14 states that are
participating in this group, and I am honored to be a
member of that group. We are working with several
vendors, with the National Insurance Crime Bureau which is
NICB, the major manufacturers to really make electronic
titling happen. They have a document that we are
developing which is a proof of concept. It is my hope,
and I've discussed it with several within VTR and the
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department, that we would follow this model to implement
our electronic titling process.

We've got a lot of different states and
resources that can help us with this. I think that it’s
definitely something that we should look forward to and
participate in. 1It’s, I Dbelieve, the way that titling
will go in the future.

MR. VANDERGRIFF: So if you cannot have an ID
requirement in this component here, what happens?

MS. BLACKWELL: If we do not use the ID
component, then I believe we would have to stop and re-
look at our whole electronic titling process to determine
what method we will now use in order to obtain NHTSA
approval in lieu of an original handwritten signature.
Within the NHTSA petition and under the Code of Federal
Regulations there is a requirement that if a state
determines that the method they submitted they would like
to use an alternative or change that method, there is a
requirement that we re-petition NHTSA and make adjustments
to that petition. If we choose not to use driver’s
license, then we will have to, I believe, put this project
on hold to determine how we will obtain electronic
signatures.

MR. WALKER: How long did it take to get us to
where we're at today?
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MS. BLACKWELL: We began researching electronic
and digital signatures in around 2007, put a lot of
resources towards that in 2008 and ‘09, so it took 2-1/2
to 3 years to develop the petition to submit to NHTSA.

MR. WALKER: I know the technology update that
we’'re doing currently that my committee is working on and
our staff is, we plan on moving forward. We are coming
out with some RFQs this week, I think, that will be ready
to go forward with that project, and we anticipate
implementation, and I know that’s a huge part of this
electronic titling is part of our project going forward on
our tech. What would the delay in our technological
update project be if we don’'t accept this today and accept
those standards as we've already posted?

MR. ELLISTON: 1If I could answer that piece.
This would not delay our technological upgrade but it
would delay us being able to move to e-titling.

MR. WALKER: Is it not a part of the project?
So it’s going to affect our project.

MR. ELLISTON: It will be part of the project,
but I don’t think it would delay our implementation of the
refactoring of our database or anything of that nature.

MS. HEIKKILA: For the record, my name is Dawn
Heikkila. I'm the chief operating officer for the Texas
Department of Motor Vehicles and the sponsor of the
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automation project.

The electronic titling is one of the
improvement initiatives that was identified through the
business process analysis, so it is one of the initiatives
that we'll be tackling at some future point as part of the
overall automation modernization project. So we’ll be
looking to Vehicle Titles and Registration Division for
direction and guidance on how to best pursue that as an
improvement opportunity. If we don’t have some of the
national approvals that we need to move forward, we'll
have to suspend work on that particular improvement
initiative until we do have whatever necessary approvals
we need to go forward.

MR. VANDERGRIFF: If T can ask you a question
in this regard, the RFP that’'s going out is for our
database, in effect, and that would go out, if approved,
sometime either this month or the first of next month.

MS. HEIKKILA: Correct.

MR. VANDERGRIFF: How does this issue on the
identification requirement affect that RFP if it was not
approved and you were uncertain that that requirement was
going to be there? Does it have any effect on that RFP or
not?

MS. HEIKKILA: The first RFP is to address
modernization and refactoring of the core system which is
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your master database, so without understanding
completely -- and I'll have to defer to VTR -- the
relationship between the data elements captured in the
titling process and reported in the master database, 1it’s
going to affect the data organization, I would think.

MR. ELLISTON: It’'s my belief that if we don’t
do this, then we'll be operating just like we do today.

We won't be able to move forward with e-title, we'll be
operating just like we do today, and it will delay us in
the future implement of e-title. Our new system, as we
develop it we would certainly develop it with the
capability of doing e-title in the future because I
believe we're going to have to get there at that point.
And if we don't have an ID piece to this as we develop the
new system, at some point we'd like to have a relational
database where we could have things correlated between the
owner and the vehicle. We have a business need to do that
and today it’s very difficult to be able to do that.

MR. VANDERGRIFF: One more. I just want to
make sure I understand. If the ID requirement was
uncertain, I understand how it affects the business
process improvement which would be, I guess, what we know
as Web Dealer and it connects to e-title, and I understand
that, how does it affect the first one that’s up right
now? Just to make sure, does it delay this RFP, does it
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keep is from moving forward because that’'s critical
because it’s basically in this budget cycle that we need
to move that part forward. That’s what I'm trying to be
sure of.

MS. HEIKKILA: Correct. Again, I'm not
certain. I don’t believe it would delay it, but one of
the main focuses of this first initiative is to transform
the data that we have currently, the organization of that
data so that we can in our relational database remain a
more customer-centric view of our customers. So we're
trying to shift the focus from identifying a particular
vehicle to identifying the owner of that vehicle, and I
believe that would be your connection there.

MR. VANDERGRIFF: One followup, and I apologize

to the board members. Just to make sure im clear, then if
this is, say, resolved in -- and I'm going to just throw
out some hypothetical timelines -- six months, a year, or

three months and those kind of time scenarios, how does
that affect the RFP going forward? I can understand that
if it’s not an approved component, then it would
definitely affect what the vendor community would provide
to us, but when does that become critical? My
understanding is that the RFP will take at least 90 days
for people to respond, three more months for evaluation, a
couple more months for contracting. So how does it affect
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that?

MS. HEIKKILA: Potentially if this issue were
resolved in three to six months, then whatever the
resolution was would be incorporated to how the data was
organized.

MR. VANDERGRIFF: Okay. Thank you.

MR. INGRAM: Monica, Virginia uses a PIN?

MS. BLACKWELL: That was the method they
petitioned NHTSA with.

MR. INGRAM: Are they still a part of NHTSA
then with the PIN?

MS. BLACKWELL: They've actually not
implemented as of yet. ©No state has yet implemented a
complete electronic titling process. There are some that
have implemented electronic processes but still require
all paper documents to follow.

MR. INGRAM: So let me rephrase the gquestion.
Are they still part of the approval of NHTSA to stay in
the NHTSA system using a PIN?

MS. BLACKWELL: Yes, they are.

MR. VANDERGRIFF: But their request was for a
PIN and I guess ours was for an ID requirement.

MS. BLACKWELL: Yes, sir.

MR. VANDERGRIFF: What's the difference, what’s
the pluses or minuses for both?

ON THE RECORD REPORTING
(512) 450-0342




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

43

MS. BLACKWELL: The main difference for them
was they were going to retain and create a database that
would be separate that would tie a PIN to an individual.
I'm certain that they had to have other mechanisms in
there to do that match, but that was their primary method.

We would not actually retain this information. Our
concept was that we would verify that the owner was who
they said but we would not actually retain and maintain a
separate database of owners.

MR. VANDERGRIFF: Also, in Virginia they are a
combined driver’s license combined with titles and
registration.

MS. BLACKWELL: Yes, sir.

MR. VANDERGRIFF: So does that have any impact?

Are they already collecting this data, to your
knowledge?

MS. BLACKWELL: They are collecting it, vyes,
sir, but I don’t believe that they incorporated that as
part of their proposal for electronic titling.

MR. WALKER: I know, Monica, that the e-title
deal and I know that when this agency was formed through
the legislature that one of the things that was really the
key element to doing this was that we were going to take
this agency to a more user-friendly agency and to move us
down the road to modern technology and be the forefront
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runner in all states out there with e-titles which will
make it easier for the consumer to transfer a title. When
he buys a car, he can potentially be able to be handed the
title the day he purchases the vehicle instead of all the
delays and processes which makes it easier for our car
dealers, it makes it easier for the state.

And we've already gone down the road to get to
where we’re at on this ID issue where we've got an accepted
standard that I guess is a driver’s license or a U.S.
passport or the deals. What is this delay in more
specifics, if you know, how far that would push this
project back. How long would it take us to re-implement
what we've done, to go and say we don't want to use that,
maybe we're going to use a PIN?

MS. BLACKWELL: I think that it would take a
minimum of one year to research the available methods. To
do a good job and make the best determination, I think it
would take approximately a year to do the research to
determine what that method is, to submit and receive
approval. The writing of the petition is actually done by
our staff attorneys and they're very quick and very good,
so I think that’s a short time period. Submitting it to
NHTSA, that’s undeterminable. It took NHTSA three years
to approve Virginia's petition.

MR. WALKER: Three years?
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MS. BLACKWELL: Three years, yes, sir. But
they were the very first state but it did take them three
years to approve it, and it took NHTSA just a little shy
of one year to approve our petition. So I would say 12
months to three years is the potential, but I would say a
year. It'’s possible we could research, put several staff
and a lot of resources on it and develop a petition within
a year, I think.

MR. INGRAM: Would it be possible to have some
sort of hybrid system where if you have the bulk of your
population using your ID requirements as you've listed
them and then having other ones using PINs, so you don’t
have to like maintain a database of every single Texan and
their PIN?

MS. BLACKWELL: Most things are possible.

MR. ELLISTON: I think I'd make one comment
regarding that. To assign a PIN we're going to have to
know who they are, though. You still have to have the
relation of you have to know who you are to give you a PIN
so that we still know that PIN. If that make sense. So
there’s still an identification piece there.

MR. VANDERGRIFF: And in Virginia they have --
I didn’t articulate this very well, they have access to
the driver’s license because it's a combined department, so
therefore, they can tie that PIN internally to a driver’s
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license if they need to. That’s my understanding of what
they do.

MR. WALKER: But we do not have that ability.

MR. VANDERGRIFF: That'’s correct. You're right,
we would not because we're not connected with DPS.

MS. JOHNSON: And it has been legislated that,
for example, DPS is supposed to be working with appraisal
districts on driver’s license information so over-65
individuals don’t have to apply for that freeze, and that
has not been able to be accomplished yet. So the
possibility of DMV and DPS being able to have that shared
database, although it’'s being looked at, we're not there
yet, we're some time away from that as well.

MR. ELLISTON: We currently are in discussions
with DPS as a legislative requirement out of the last
legislature that we do a study on data sharing and we are
currently in the infancy but we are currently in that
process with them at this time.

MR. WALKER: But that is part of our tech
project is to do a lot of data sharing between all the
agencies so that we can tie everything together in this
technology.

MS. JOHNSON: And then it’s critical to know
that the legislature requires DPS to verify a person is a
resident of Texas in order to even apply for a Texas ID or
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a Texas driver’s license or a commercial driver’'s license.

That’s law now that will go into effect at DPS April 2 --
actually, it’s in effect right now. So all these are tied
together.

MR. VANDERGRIFF: Any other reasons or concerns
with respect to the ID?

MR. ELLISTON: After we pass the e-title piece,
the second thing that I would comment on is that it would
be a good means to protect the integrity of our titles and
our data that we have in our system so that we know we
have good information and to be a fraud reduction. We
know we have fraud that goes on in the marketplace with
the movement of vehicles and that sort of thing, and I
think there’s some law enforcement people that are here
that are going to speak to you this morning so they can
give you a better firsthand knowledge of what’s going on
today, but that would the other piece of it.

MR. WALKER: I have more questions. I'm not
sure that they're appropriate at this time. Maybe we
ought to listen to the speakers and then I can come back
with some rebuttal guestions because we haven't got into
the matriculas, we haven't got into other forms of ID, we
haven’t got into the exceptions to the rules such as
somebody from Mexico coming here and buying a car at a
used market and taking the car back into Mexico.
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Obviously, they're not going to have a valid U.S. ID, but
I think there’s an exception in the statute currently that
allows that to take place if the car is leaving the
country.

MR. ELLISTON: That’s correct.

MR. WALKER: So I'm going to assume, and I don’t
know if now is the appropriate time, but I'd have to go
back to Monica and say, Well, how does that particular
statute affect our technological project with NHTSA
because the statute allows us to sell Mexican nationals
cars at car auctions today and to take those cars and to
move them back without an ID.

MR. VANDERGRIFF: Or any other national, for
that matter.

MR. WALKER: I'm sorry. I don't mean to be
exclusive but I'm just using that as an example. How
would that affect this e-titling, or would we not be able
to do e-titling on cars transferring out of the United
States?

MS. BLACKWELL: We currently do not title
vehicles that are being moved out of state. The title is
provided to the purchaser, it is assigned on the back of
it and that individual will take that ownership document
to their home and transfer ownership there, so that would
not actually be submitted to us.
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MR. VANDERGRIFF: Because they would want to
register that wvehicle in their country.

MR. BRAY: You'd be receiving a title from the
jurisdiction you live in, whether it’s Mexico or Virginia.

MR. WALKER: What happens to our title, our
Texas title?

MS. BLACKWELL: That is their ownership
document that they are required to submit to their version
of DMV, whatever that might be, whether it's out of state
or another country.

MR. BRAY: And then ultimately it gets back to
Texas and gets shredded, does it not?

MS. BLACKWELL: It is returned to us either
electronically -- we now receive, rather than the original
certificate of title, some states notify us electronically
with a list and they shred our Texas title, others return
it directly to us, a notation is made in our motor vehicle
database as to the entity that surrendered it to us.

MR. WALKER: And all of this form that we're
talking about right now has been accepted by NHTSA as okay
to do this?

MS. BLACKWELL: Yes, sir. We are in
compliance.

MR. VANDERGRIFF: Stay close by. We do have a
number of speakers, both for and against and a couple on
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this. I would because of the number of speakers, we will
limit the speakers to -- this is a previously discussed
time limit, we've used it at other meetings -- up to three
minutes each, so we will be watching that. TI'l1 ask for
one of the members of the staff to make sure and give me
so I can give a high sign to the speaker when they have a
minute left so we need to make sure and do that.

I would ask, since we have a number here, if
they're against if there is any coordination to these
speakers, if somebody wishes to go first or last or if
there is someone I will give five minutes to if there is a
principal presenter. We do have two people that are on
it. I assume they're providing resources, so I'll give
each of them five minutes. And then we have several
people for it. The for, since this is a rule being
proposed, goes first. I will allow them, if something is
said about their testimony, as is typical, that they would
have a couple of minutes for rebuttal. But the for and
against speakers will all be at three minutes coming
forward.

So with that, unless someone is wanting to
identify themselves as coordinating any of these speeches,
then I'm just going to take them in fairly random order.

MR. BRAY: You want to be told when they've
used two minutes?
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MR. VANDERGRIFF: Yes. Just somebody from the
staff make sure and give me that indication and I'l1 make
sure to the speaker to hold up one finger.

MR. WALKER: Mr. Chairman, I see you'’re holding
a pretty good sized stack. About how many speakers do we
have today?

MR. VANDERGRIFF: We have somewhere in the
neighborhood of probably 20.

MR. WALKER: So that’s an hour’s worth.

MR. VANDERGRIFF: I would say, and with the
potential for questions, yes, at least.

MR. WALKER: That doesn’t even give us time for

questions.

MR. VANDERGRIFF: Yes. We will be here for a
while.

MR. INGRAM: Do you have an appointment?

(General laughter.)

MR. VANDERGRIFF: Why don’t we take a quick
break. It is approximately 10:05 and we will be in recess

for approximately ten minutes. We’ll be back at 10:15.

(Whereupon, a brief recess was taken.)

MR. VANDERGRIFF: The April Board meeting of
the Department of Motor Vehicles is back in session. It
is 10:18, and we are ready to take public testimony, both
for, against and on, our proposed rule that is listed in
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number 4.A.3 of our agenda.

And with that, I want to reiterate, I have been
able to clarify that a number of the people will not speak
today, so we do have a few less speakers than I had
originally anticipated, which I will afford a little bit
of extra time. What I'm going to do at this point is that
we have three speakers for and the third speaker, I've
told both the for and against that I'd give the lead
speaker five minutes, and in this case on the for side the
last speaker of the three will take the five minutes.

On the against we have five speakers, the first
of which will take the five-minute allotment that TI've
mentioned. And then we do have with us an elected
official, and I very much appreciate Mr. Ames traveling
all the way from Dallas County, so certainly, if he wishes
to take five minutes to address the concerns he has, I'd
appreciate him doing that.

And then we have two people that are on it
which I will take between the for and against, and those
two will each also be allotted five minutes, Karen
Phillips and Russell Duncan. They are presenting, I
guess, factual evidence, not necessarily a position per
se.

And then we will allow Mr. Browning to be able
to rebut if something comes up. That’'s as customary for
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notice to come up potentially during the course if a
question arises based on someone’s testimony.

So with that, I'd be pleased to ask for Mr.
Bill Smith to come up and identify himself before the
board.

MR. SMITH: Thank you, sir. Bill Smith,
regional director for Texas Association of Vehicle Theft

Investigators. I'm also a sergeant with Harris County
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on

Sheriff’s Office Auto Theft Unit, which a part of that I'm

also supervisor over our Title Service and Title Fraud
unit that we work in coordination with the Harris County
Tax Office.

I'm in favor of the resolution for numerous
reasons. I've been involved in auto theft for over 30
years, as an officer over 40, and have seen the differen
scams, fraud perpetuated by
people through the use of bad identification or no
identification.

Several years ago there was a law that was
passed that was initiated in Harris County. It’s called
the Title Service Law which allowed for the licensing in
each county of title services and their runners, and par
of the regulations on that is that they record
identification of people transferring titles. The reaso
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for that was we had a massive problem involving auto theft
that basically the crooks -- for lack of a better word --
would hire a title service to do the transferring of
titles illegally, washing car loans, committing bank
fraud, using vehicles for other crimes, and not have to
have their identification recorded.

Yes, sir.

MR. VANDERGRIFF: That just means you have one
minute left.

MR. SMITH: And after that law was enacted,
that helped considerably. Then we started seeing the use
of bad identification used to obtain certified copies of
titles and title transactions in the county using
Department of Motor Vehicles, and when some rules went
into place to not accept some of the bad documentation,
those cases of that fraud dropped considerably
immediately, and that was Jjust last year.

But by the recording of good identification
that this resolution is calling for, it should help reduce
the fraud aspect of the titling and registration of
vehicles considerably, and the investigation of the crimes
would provide the information that we can track
perpetrators of the crime.

I appreciate it.

MR. VANDERGRIFF': Thank you.
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And I will apologize to any member of the
audience if I mispronounce a name. Donald Schifani.

MR. SCHIFANI: I'm Donald Schifani. I'm a
member of the Texas Association of Vehicle Theft
Investigators. I also work for the Montgomery County Auto
Theft Task Force.

The foreign identifications that I have
observed have all had the same problem: verifying the
accuracy of the document. In 2009 I was involved --
between 2009 and August of ‘11 I was involved in a title
fraud case that involved Texas title and registrations and
Montgomery County Tax Office was the complainant in my
case.

Identifications were a major portion of this.
We had falsified Texas identification documents, Florida,
Venezuela, the matriculas. The difference in these was I
could go to my computer and in a few minutes I could
verify a Texas document or a Florida document, as I can
with any other state in the United States. With the
foreign IDs, I did not have access to that. I could not
tell you if those documents were accurate or not.

In the case I ran across things like this which
is the same picture on a matricula, same matricula number,
two different names. This document has been used to
obtain Texas registrations, and I think one of them is
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current right now. I've got three other examples of that
in this file.

Just two weeks ago I took one of the cards out
of that case, took it to one of the other officers in my
office who happens to work for Conroe PD, I gave him the
document, and I asked him to verify that. He immediately
told me that he couldn’t. He's spent 27 years with his
department. I said, Try, do whatever you can to verify
this document. He came back to me an hour later and said,
I got with my dispatch office and we were unable to obtain
any information.

MR. VANDERGRIFF: I don’t want to shock people,
just one minute.

MR. SCHIFANI: Any information about this
document. I tried through the Montgomery County Sheriff’s
Office dispatch office. They told me it would take two
weeks and they might be able to gain some information on
it.

I've got Interpol on my computer. The only
thing I could verify about that document is whether that
document number had been stolen or not. I could not
verify the name or who was on the document.

These documents are being used to obtain Texas
titles and registrations. They were a major problem to
Montgomery County Tax Office because they were used in
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correlation with gift tax. So I have no idea how much
money the state lost from these falsified documents.

MR. VANDERGRIFF: I was going to say I think
the time is up but if you wanted to make a final point,
I'll let you do that.

But I want to emphasize to the board that any
witness that comes up, please feel free to ask questions
of that witness if you have one, and I think we do have
one from Ms. Johnson.

MS. JOHNSON: TI'd like to ask a question
because it was recently a couple of years ago, shortly
after this board was formed, this agency was formed that
the convention for the international auto crime people
occurred in Galveston and I attended that, and there were
people there from Mexico, there were people there from
Canada, as well as the U.S.

Since that cooperative effort is going on, is
having access to foreign databases ever been, to your
knowledge, a topic of that and is that just not a
possibility?

MR. SCHIFANI: I have not seen an improvement
in that. I know that has been talked about but I have not
seen it. I'm looking at it from the street
officer/detective viewpoint, and I know on the street it’s
impossible to get information in a timely manner. And
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even as a detective working a case that may string out a
year or so, we're still having the same trouble, we can’t
verify these documents.

MS. JOHNSON: Thank you.

MR. WALKER: Don, you've mentioned fraudulent
documents numerous times in your presentation here, but
what you haven't defined to me is what is the fraudulent
documents. Is it Texas driver’s license, is it matricula
cards? Where is the fraud that you're seeing?

MR. SCHIFANTI: Okay.

MR. VANDERGRIFF: And where is it coming from
in a general sense? Is this from title service companies,
is this from dealers, are these from individuals off the
street, and what are they trying to do when they're doing
this fraud? So I'd appreciate any answers to that.

MR. SCHIFANI: 1In the particular case that I
worked on, it was a title fraud company -- it was actually
two.

MR. VANDERGRIFF: Title fraud company?

MR. SCHIFANI: I mean title service company.
It should have been title fraud company.

(General laughter.)

MR. VANDERGRIFF: A Freudian slip of the
tongue.

MR. SCHIFANI: But it was title service
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companies that were committing these crimes, and it wasn’t
just identification, it was money laundering, title fraud,
registration fraud, there was numerous things, falsified
documents.

MR. VANDERGRIFF: One final thing because you
still haven't answered his question, and I apologize, but
the previous speaker spoke of legislation that had been
passed. That was statewide legislation, I think, on title
service companies. Correct?

MR. SCHIFANTI: Yes.

MR. VANDERGRIFF: Harris County was the one
that was being referred to in that testimony but it was
statewide to address the title service company issues.

MR. SCHIFANI: Well, Montgomery County does not
accept matriculas or foreign IDs.

MR. VANDERGRIFF: Well, I understand because
the county can do that at this point.

I apologize, Mr. Walker, I interrupted your
question.

MR. WALKER: My question still is what are the
forms of fraudulent IDs that you're seeing.

MR. SCHIFANI: I saw Texas driver’s license
that would have someone else’s name and picture on. When
I would check that number in the DPS database, I would
find out that it was a total different person that
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actually owned that license. I've got a couple of
examples in here.

That's how we prosecuted that case. We only
used the Texas documents. We had over 1,100 transactions
from a six-month period. We only prosecuted 27 files on
the major company, and we were able to do that because we
could go and pull that number up, we could find out who
actually was assigned that driver’s license, and then we

were able to prosecute for the falsified document off of

that.

MR. WALKER: Off of the actual title?

MR. SCHIFANI: Right. I had a few Florida
driver’s licenses. I was able to do the same thing: go

in my computer, put that number in, it gave me who that
was actually assigned to which wasn’'t on the document that
I was looking at, and again, I could verify the accuracy.

MR. WALKER: So you're saying that a wvalid U.S.
ID helps identify from the falsified ID that might be
presented for the transfer.

MR. SCHIFANTI: Yes, sir.

MR. INGRAM: There were 1,100 transactions that
were fraudulent within a six-month period?

MR. SCHIFANI: We didn’t have time to go
through the whole 1,100.

MR. INGRAM: So you don’t know for sure.
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MR. SCHIFANI: I do not recall opening and
looking at one transaction that was legal.

MR. INGRAM: But how many did you look at out
of the 1,100, ten or twenty?

MR. SCHIFANI: Well, we had 27 files in the one
case, each file would have two to three, maybe four
transactions in it, but I looked at a lot more documents
than that.

MR. INGRAM: Sure. But you don't really have
any specific data that that 1,100 were fraudulent.

MR. SCHIFANI: ©No. The 1,100 was what we
collected to look at.

MR. INGRAM: That was just your sample.

MR. SCHIFANTI: Right.

MR. INGRAM: That was your sample size was
1,100.

MR. SCHIFANI: Right. And from that I probably
looked at 150 or 200.

MR. INGRAM: And out of that 150 or 200, some
of those were not -- they were also U.S. IDs that were
fraudulent as well.

MR. SCHIFANI: Correct, and we were able to
prosecute off of that.

The prosecutor and I spoke early on in this
case and decided we're not going to use the foreign IDs at
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all because we cannot verify them and we cannot charge on
it.

MR. VANDERGRIFF: Can I ask a question in this
regard? If you've looked at a number of transactions,
obviously you have, and you see instances of fraud. 1Is
there any more or less fraud with a U.S. ID involved or an
ID from another country?

MR. SCHIFANI: 1In our particular case we saw
more Texas IDs that were fraudulent.

MR. VANDERGRIFF: Well, the reason I ask that,
I understand the argument that you're a proponent of which
is you can’t get to the database of a foreign country like
you can a U.S. based database. I understand that. But I
guess I'm hearing from you is that what you're not saying
is that there’s any more or less fraud from a foreign ID
versus a U.S. ID, based on your experience.

MR. SCHIFANI: With the difficulty of verifying
these documents, I couldn’t answer that because I don’t
know which ones are real and which ones are not.

MR. VANDERGRIFF: But I thought you just
said -- and if I'm doing this incorrectly -- based on what
you looked at, and that doesn’t mean it encompasses the
rest of the state, but what you looked at, you saw a
greater preponderance -- that’s not your words, but a
greater number of U.S. or Texas IDs, I think is what you
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just said.

MR. SCHIFANI: Yes, sir, that is correct.

MS. JOHNSON: If I may add to that question,
though, were the Texas IDs perpetrated by Texas citizens?

MR. SCHIFANI: Most of them not. We had a few
but most of them were not.

MS. JOHNSON: So it was outside of Texas or
outside of the U.S. that were using -- because I
understand you can go to Fiesta and get a Texas driver’s
license. TI've heard that.

MR. SCHIFANI: Thirty dollars at the company I
investigated.

MS. JOHNSON: Right. And I've seen people go
into Fiesta in Houston and do that. But they were not
U.S. citizens that were doing that.

MR. SCHIFANI: The people that were actually
charged in this case, yes, they were U.S. citizens.

MR. PALACIOS: I have a question. Can you
elaborate a little bit more about the nature of the fraud
that we're talking about here? I mean, is it Jjust strict
ID fraud? These titling companies, what exactly are they
perpetuating?

MR. SCHIFANI: What they were doing with these
documents, the identification documents, were obtaining
Texas titles, Texas registrations, insurance cards. Most
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MR. SCHIFANI: Right.

MR. PALACIOS: And again, back to the
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chairman’s question, some of them are using Texas driver’s

license or ID or whatever it may be and some are foreign
national cards.

MR. SCHIFANI: Correct. The company that I

investigated had one room, one computer totally designated

to making identification cards. When you went in, you
just paid your 30 bucks, they would make you up a Texas
driver’s license, Texas ID, a Florida driver’s license, a
matricula, you know, whatever you wanted. And their
database was large. It had one of our Supreme Court
justice’s picture in the database. That was turned over
to the FBI. So they would make whatever kind of ID that
you were wanting.

MR. PALACIOS: Okay. In our case here, the
requirement now for the new law for an auto dealer to
collect an ID, the dealers aren’t verifying the
authenticity so they wouldn't know if it’s fraudulent or
not. So how does that give you assurances now-?

MR. SCHIFANI: They wouldn't know if it was
fraudulent or not. If the case got to an investigation,
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we would be able to verify that identification and then
possibly take that lead to whoever made the ID. We could
stop the fraudulent Texas title from going out or the
fraudulent registration.

MR. INGRAM: When you say fraudulent
registration -- I'm sorry -- you mean that they weren't
trying to -- or at least in the bulk of the cases you're
talking about, were they trying to illegally transfer the
vehicle or were they trying to just get registration for
it? What were they trying to do with that falsified ID?

MR. VANDERGRIFF: Or were they just trying to
be able to buy a car?

MR. SCHIFANI: Well, some of it was that. It
was almost everything you just said.

MR. VANDERGRIFF: Because what was the company
that issued these in business for, just to make $30 per
ID?

MR. SCHIFANI: They were charging anywhere from
$30 to $800 for a title or registration.

MR. VANDERGRIFF: Okay. So $30 for the ID but
once they got them they were then passing them on.

MR. SCHIFANI: The lady that was running the
company was driving a stolen car with a valid Texas title.

We got that car back to the individual that owned it. He
was under the impression that he just lost the car. He
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continued paying his note for two years.

MR. INGRAM: Wow. What's his name?

(General laughter.)

MR. SCHIFANI: But he finally got his car back
and it was one of our servicemen.

But this particular document right here is a
registration, it’s using one of these Ids, and I've got a
Texas registration. This one went out in 2010 but it was
obtained with this document.

MR. INGRAM: I'm just curious. This is
actually more of a curiosity question. If you've got
someone that has got a falsified Texas driver’s license,
meaning that it’s totally bogus, right, and you want to
prosecute that and you go to the database and you look it
up and you realize this isn’t right, it’s totally
inaccurate. Let’s say that person is an undocumented
immigrant, how do you go about finding that person

MR. SCHIFANI: You may not.

MR. INGRAM: So what good does it do you?

MR. SCHIFANI: We prosecuted the company that
was doing it, the title service company that was doing it.

MR. INGRAM: And well you should.

MR. SCHIFANI: But as far as the actual person
on the picture, we don't even know if that picture goes to
that name.
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MR. INGRAM: Right.

MR. VANDERGRIFF: How many independent or
franchise dealers have you prosecuted for this?

MR. SCHIFANI: None of the franchise dealers.
We've got one dealership in New Caney, Texas right now
that I think either has already been charged or is fixing
to get charged.

MR. VANDERGRIFF: But one potential so far.

MR. SCHIFANI: Right. It’s not normally the
dealers that we're having to do this with, but we don’t
want 1t to get into the dealers, and if we don't have
valid identification, we're going to see this spread.

MR. VANDERGRIFF: Okay. If no further
questions, obviously you’ll still be here. Thank you.

MR. SCHIFANT: Thank you.

MR. BRAY: Excuse me, sir. Did you have
anything you wanted to submit in the record?

MR. VANDERGRIFF: Actually, we should get that
in the record since it’s been referred to several times,
those documents that he mentioned.

MR. BRAY: Well, maybe. I didn’t know if they
were sensitive to an investigation.

MR. SCHIFANI: This particular investigation
was finalized with the last conviction in August of ‘11.
This investigation ran from November of ‘09 till August of
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‘11.

MR. VANDERGRIFF: I'm assuming that anything
we're seeing 1s a closed case.

MR. SCHIFANI: Yes, it is.

MR. VANDERGRIFF: So if I'm wrong in that,
anybody that’s testifying please don’t give us any
documents.

MR. SCHIFANI: This is a closed case. They all
pled out with no appeal process.

MR. VANDERGRIFF: All right.

Do you want to make sure and put Monica on
notice of what you wanted?

MS. JOHNSON: Sure. I had asked the chairman
if the agency could address why you think that this will
help reduce title fraud if, indeed, you do believe this is
title fraud.

MR. VANDERGRIFF: We're just giving you notice
of that. We’ll do that at the conclusion of all the
speakers. Thank you.

The next speaker who I've allotted five minutes
to i1s the principal speaker for the folks for this
proposed rule. He is Mr. Wayne Browning.

MR. BROWNING: Thank you, Mr. Chairman and
members of the board. My name is Wayne Browning, and I am
the president of the Texas Association of Vehicle Theft
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Investigators. T hat is also the South Central regional
chapter of the International Association of Auto Theft
Investigators. It covers Texas and the surrounding five-
state area.

I'm not going to rehash what the other officers
went over other than to just summarize that the issue is
the verifiability of the IDs. They do fraud with Texas
driver’s licenses, they do fraud with matriculas, they do
fraud with all kinds of different IDs. The difference is
the ones that are listed in this rule that we're talking
about today are all things that we can verify as law
enforcement, that we can follow up on. The ones like the
matricula are not verifiable, we cannot verify them.

Also, to Mr. Ingram’s gquestion a few minutes
ago on the driver’s license, about whether we could find
them, the whole key to us is that it would never get to us
as a fraud case. If it was a fake ID, let's say it’s a
Texas ID, if it got to us as a fraud case, we could at
least prove it’s fraud, and if we couldn’t find the person,
that’s fine, but what it would do, we could flag that
vehicle in the state system so that that person could
never get it inspected, registered, re-registered, titled
or anything, and we implemented the National Motor Vehicle
Titling System, called NMVTS, where all of the 50 states
now are talking to each other, where he couldn’t even take
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it to another state and title it. So we might not be able
to find the individual but we could flag the vehicle.

On the foreign ones, like I said, he wasn't
even able to pursue investigation or prosecution of those
because we can't verify at all.

MR. VANDERGRIFF: You say it would never get to
a fraud case, and I apologize if I misunderstood, do you
mean that because you can verify on the spot, that we’d
stop fraud before it happened because the agency could or
somehow we’d get the information electronically? How do
you mean that? I'm not sure.

MR. BROWNING: Quite often when those title
applications get to the tax office or to the title office,
they catch it before it ever even gets to law enforcement
and they turn the people away, that no, we're not going to
issue you a title. Like they even check into a Texas
driver’s license. So that cuts down on the amount that
get to us to be worked as fraud cases, it’s just sheer
volume.

MR. VANDERGRIFF: Okay.

MR. BROWNING: One issue that I wanted to bring
up that hasn’t been discussed on this, the reason that I
see -- and I've talked to investigators for the entire
state and internationally and all of the other states --
that this happens, especially in major cities, a lot of
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people that are opposed to this rule is car dealers that
do tote-the-note, that they carry their own financing.
What we see in all the major cities is that they will sell
a car, and they don’t care about the identity of the
person because they're never going to have to track that
person down. All they're interested in is being able to
track the car down, and they put GPS systems in almost
every one of those cars that they sell.

And they will take a substantial down payment
and they have those buyers sign a horrendous contract --
that I would never sign -- and it tells them that if they
are late on one payment, they authorize the car dealer to
immediately repossess the vehicle and then they have to
pay a very large repossession fee and the late payment
immediately or the dealer can turn around and re-sell the
car. And what we see in all the major cities in the State
of Texas is they will sell the same car over and over and
over and over.

MR. WALKER: Question.

MR. BROWNING: Yes.

MR. WALKER: When they sell that car, are they
transferring that title at the time of that sale?

MR. BROWNING: No, sir, because the requirement
to transfer the title -- and Monica, if you can tell me --
I believe it’s 30 days that they have to.
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MS. BLACKWELL: Yes, sir.

MR. BROWNING: They're repossessing the car
before the 30 days is up. The majority of the time
they're repossessing the car before the 45 days is up.

If it gets to the point of the required number
of days to file for the title and the person hasn’t missed
or been late with a payment yet, then they will go ahead
and comply with the law, they will title it, and then
still try to repossess it later. But the percentages are
on their side that they are going to get the majority of
these cars back within a week or two weeks or a month, and
each time they re-sell it, they get another substantial
down payment, so they are profiting very large from this.

The point that I wanted to summarize for the
board is just this: 1in your decision today I believe you
have to err on the side of safety, protection for the
state, eliminating fraud, and I believe that allowing the
fraudulent matriculas and foreign IDs from any country, it
actually is going to hurt the people who are buying those
cars because they're being allowed to buy cars that the
dealer doesn’t believe they can afford. That happens
every single day; I hear that over and over from all of
the auto theft detectives.

MR. VANDERGRIFF: But that’s just your
speculation.
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MR. BROWNING: That'’s my speculation, yes, sir.

MR. WALKER: But we're not here to prevent
people from buying cars.

MR. VANDERGRIFF: Mr. Ingram, do you have a
question.

MR. INGRAM: I do. How much research have you
put into the used car business? In terms of the buy-here-
pay-here business, have you actually gone out and studied
the business, have you interviewed people, have you
interviewed dealers? Kind of get me through your
education process of knowing how that system works.

MR. BROWNING: Yes, sir. I've been a detective
for 23 years of the 37 years I've been in law enforcement,
23 years of that as a detective. I've interviewed and
because I do auto theft and now commercial auto theft, I
get cases all the time where a person reports their car
stolen, and we find out no, it wasn’t stolen, 1t was
repossessed by the dealer. We check into the
repossession, and what we are finding -- and this is at
least weekly -- is that it’s those type of contracts that
I was discussing.

MR. INGRAM: So how does this relate to whether
or not we should take certain forms of ID?

MR. BROWNING: Okay. Those dealers that are
doing those types of practices --
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MR. INGRAM: Like me. I sell 2,000 cars a year
and everything you've said is inherently false.

MR. BROWNING: Are you tote-the-note?

MR. INGRAM: I am.

MR. BROWNING: And I did not mean to imply that
every tote-the-note place does that. What I am implying
is that there is a large percentage that we have brought
to our attention by buyers as following those practices.
And like I apologize if I sounded like I was saying all
tote-the-note places do that, because they don’t, and I
understand that.

MR. INGRAM: What I go back to is how does this
apply to the ID requirements.

MR. BROWNING: Because if they are getting the
IDs that are in this rule that we're discussing today,
those can be sent up to the title office and they’ll be
caught quicker. Also, they won't be -- if they're required
on that type of deal, they're not preying on people that
are desperate for a car and that can’t get other IDs.

That seems to be the majority of the people that complain
to us.

MR. VANDERGRIFF: I'm not agreeing with any of
your characterizations about the business, but I would ask
this: Don’t usually things find their way some other
path? If we limit a significant portion of the
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population, as you might be suggesting we're doing, from
the ability to buy cars, are they not going to find some
other way to get it? Is there not some other industry
that’s going to spring up to support that need for
transportation?

MR. BROWNING: That is always possible, yes,
sir. What we advocate is that they find a legal means to
obtain a car through family or friend.

MR. PALACIOS: Can I ask a question then? And
I appreciate your concern for what you consider victims of
these tote-the-note lots. Given the restrictions now that
you're proposing, what are the alternative means that you
would suggest for these individuals to go out and purchase
a car?

MR. BROWNING: I mean, first and foremost, if
they pursue obtaining a legal ID, they would meet this
rule. If they cannot do that, then they would probably
need to go through a friend or family member or someone
else that would have the proper ID to buy a car in their
name and just allow this person to use it. I do recognize
the need for transportation to work and do daily living.

I understand that.

MR. WALKER: I've got a question because you
just made a statement that concerns me. A wvalid ID. I
bet we could stand up today and ask everybody in this
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audience to stand up and show me a valid Texas ID and
there’s probably not a person in this room that can’t show
you a driver’s license or some form of identification.

You just got through telling us now that they need to go
find somebody who does have a valid ID so that they can
drive a vehicle. 1If they had a valid ID, in my mind a
Texas driver’s license, they could drive the car. If they
go get somebody else to get a valid ID, how are they going
to drive the car?

MR. BROWNING: You're correct because they're
not a licensed driver.

MR. WALKER: So you're telling me that your
recommendation is that they go and find somebody who does
have a driver’s license or some valid ID to buy them a car
so that they can drive the car without a license and
without insurance? Is that what’s happening?

MR. BROWNING: No, sir.

MS. JOHNSON: Excuse me. He didn’t say he
recommended that. He said when the chairman asked him
what else would happen, he said that would possibly
happen, not that he recommended that happening.

MR. BROWNING: Also, ma'am and sir, it’s not
that we want to prevent them from owning a car. They
could do that, like I said, through someone else that has
proper ID for their family, for instance, to obtain a car.
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Then it would be inherent on them to have someone drive
them or operate that car that’s licensed to do so in the
state. We can't advocate breaking the law in any form,
but at least that way they could obtain a car that would
be available to them.

MR. INGRAM: So they just need a chauffeur.

MR. BROWNING: I mean, the alternative is us
advocating that they break the law in some form.

MR. INGRAM: Or allow them to buy a car in
their name.

MR. BROWNING: But then they still couldn’t
drive it, sir, and they'd still need a chauffeur. They
don’t have a Texas driver’s license.

MR. VANDERGRIFF: I'd 1like your thoughts. The
previous speaker talked about that perhaps the title
service companies were the main perpetrators of this
fraud, if you will. I'm just trying to understand the
connection. Is this more of an issue that like there’s
almost a business, in effect, that you're having to watch
out for fraud, whether it’s preying on people or willing
participants in the process, but that the actual car sales
process itself, whether it’s an independent or a franchise
dealer, I'm not hearing as much specifically on those
individuals. I understand your personal observations
about the note lot business, the tote-the-note business,
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but that aside, the examples and the discussion seem to
revolve around the title service companies versus the
dealers selling vehicles.

MR. BROWNING: And you are correct, sir, that
has been the largest focus of fraud investigations
involving titles is the title service places. And another
example of where that specifically is a problem is that
the title services that we have problems with they will
use what’s called runners and these runners will be
somebody that is known to quite a few title services, and
they will get a call hey, I've got five for you to pick
up, another company I've got seven for you to pick up, and
they will pick all these up. What they get is an
application for a title and a photocopy of an ID, and they
may bring 20-30 of those a day to the regional title
office and try to get 20 or 30 titles to take back to the
various title services.

Quite often, if there's a problem with, say it's
a Texas driver’s license, the title office will catch
that. 1If the car that they're trying to register pops up
as a stolen, they'll catch that. If it’s a copy of a
matricula, for example, the title office can't follow up
on that and neither can we.

MR. VANDERGRIFF: I understand, but that goes
to access to a database which I appreciate which is really
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separate. You haven’t said, nor did the previous speaker
say that the Matricula Consular card or any other card was
more or less prevalent in this scheme here. I've not
heard that from anybody, and I hear it as a kind of
cottage industry, in and of itself, that really is
attached to but not directed from the motor vehicle
dealers who are franchise and independent. That's what I'm
hearing from you and others.

MR. BROWNING: Right, sir. The whole key is
verifiability.

MR. VANDERGRIFF: I get that.

MR. BROWNING: That'’s our bottom line.

MR. VANDERGRIFF: I get that. Thank you.

Mr. Walker.

MR. WALKER: One final question. In Texas, in
order to drive a card -- and you're with law
enforcement -- you have to have a valid driver’s license
from either Texas or from some outside -- it could be from
Oregon and you drive through Texas with an Oregon license
plate. And if you come from Mexico or from any other
country to Texas and you want to drive a car here, let’s
say you want to rent a car or you want to buy a car, you
can go to the DPS, I believe, and get a temporary license
or some kind of Texas driver’s license to use while you're
here from anywhere outside of Texas. Is that not correct?
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MR. BROWNING: I believe that’s correct, sir.
But to get that, they would have to show valid ID.

MR. WALKER: That'’s my point. And so anybody
outside of that realm that I've just described cannot
legally drive a car in Texas. Is that correct?

MR. BROWNING: That’s correct, sir.

MR. WALKER: So my point is that anybody who is
going to be driving a car in Texas should have a valid
form of identification. Is that not correct?

MR. BROWNING: That'’s correct, sir.

MR. WALKER: All right. That's fine.

MR. BROWNING: And the one other issue that
goes with that, sir, the ones that come from Mexico up
here to visit or buy a car, they hav